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;tained could restrict . the Ad-,
: ministration’s freedom of action:
in foreign policy in two impor-

éthe aisle the minority leader,

{end up in a Communist nation.

|Dirksen amendment is to stop

|Company . of Italy for the pur-
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lCha’nges Proposed for Bank
Bill to Curb Powers of
Export-Import Agency |
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Excerpts from report. and
Senators’ views, Page 17.

By E. W. KENWORTHY

Speclal to The New York Times

WASHINGTON, Aug. 8 —
The bill to extend the life anc
lending authority of the Ex
port-Import Bank was called up
in the Senate today and im-
mediately ran into a cross fire
of amendments thdt, if sus-

Continued From Page 1, Col.
prospects for House adoptio

wotld ‘be greatly mcreased

The: Dirksen . amendment,
WhICh has 15 co-sponsors, was
not debated today. For two
hours the Senate concehntrated
on- the Ellendér amendment,
and the debate was always in-
tense and-at times acerbic.

"Special Loan S

Under authority inserted by
amendments in the Foreign As-
sistance Act of 1964, the De-
fense Department has, since
late 1965, made loans totaling
$604-million to 14 underdevel-

ed countries for the pur-

ase of arms.

ThlS has been done’through
a line of credit extendéd to the
Pentagon by the Export-Import
Bank. Because these countries
are not credit worthy, the bank
has: insisted on guarantees.

For each loan the Pentagon
has put up a guarantee of 25
per cent. The money for the
guarantees has come from a
revolving fund set up in 1957
and annually, enlarged by Con-
_gress until it now amounts to
$383-million.

In additionn fo these “Coun-
try-X loans”—so-called because
the bank does not ask, or want
to know, what undtlardeveloped

get

tant areas.

On- the Democratic side of
the aisle, Senator Allen J. El-
lender of Louisiana offered an
emendment that would prohibit
.the bank from making any
|loans to any underdeveloped
icountries for the purchase of|
‘arms.
| On the Republican side .of

Everett McKinley Dirksen .of II-
linois offered an amendmeént
‘that would . prohibit the bank
from making loans for the pur-
chase of any United . States
products by a Communist coun-
try, or by any other country if
the products were destined to

Fiat Deal Endangered
The immediate aim of the’

the bank’s projected loan of
$50-million to the Fiat Auto.

chase of machine tools to be

iinstailed in a plant that Fiat is
1to build in the Soviet Union.

A similar amendment, which
was offered by Representative
Paul "A." Fino, Bronx Republi-;
'can, was defeated by three’
votes in the House Banking
and Currency Committee.

Because of the close com-
mittee vote and fear that the
amendment might pass when;
offered from the House floor,!
{Administration leaders have de-|
layed bringing the Export-Im-:
port Bank bill to the House|
floor until after the Senate had
acted.an the bill. . .

.1f ghe Senate, sfould” mqept
the *Birkskn amendmefif] 'the

= |C‘ LK '“1 \(Y'\L =

Europe, for arms purchases ‘

For -this, fiscal | year, begin-
ning last July 1, the Pentagon
had planned to.make an addi-
tional $256-million in loany to
underdeveloped nations. The

- |bank; beginning in - this fiscal

year, had projected further di-
rect loans of $775-million to
developed countries. :

Over the last month; the use
of the bank for credits for aigns
sales—and particularly to un-
derdeveloped countries — has

Banking  and Appropriations
become a heated issue as the
Committees of both houses,
and the Foreign Relations Com-
mittee of the Senate suddenly
became aware of the extent of
thie loans.

"Many leading legislators
raised the cry that the Admin-
istration had not informed them
of this “diversion™ of the Ex-
port-Import Bank from its ot-
iginal function of making loans
fo. promote American commer-
cial exports.
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t, propOsed by the Adminisg-
tration, that would limit loans
for :arms sales to underdevel-
oped. countries to 714 per cent
of the bank’s total lending au-
thority.

Since the bill increases the
lending' authority from $9-bil-
lion to $13.5-billion for the next
five years, the total authorized
for such arms sales would be
$1.01-hillion.

From this would have to be
subtracted the $604-million in
loans outstanding, leaving $408-
million. But to this would be
added $275-million coming in
from repayments of past loans.
Thus, over five years, the bank
could . underwrite Pentagon
loans up to $683-million, or
about $136-million a year. This

is roughly half the rate over;

the last two fiscal years, :
To the report on the bill,

which was made public-today;]|.
three Democratic members of|:
the Banking Committee-——Wil-|:

liam Proxmire of Wisconsin,

. Under mounting pressure, thel.

Ha.mgpn A. Williams of New

or arms credits 1o less-
developed countries “has had a
deleterious effect on the bank’s
reputation.”

the Pentagon revolving fund for
guarantees “denies the Con-

gress effective oversight and
control.”

- Senators Proxmire and  Wil-
llams said that Harold Linder,
head of the bank, had conceded
that the Bankmg Committee
had not been kept informed.

They also said that if loans

iwere to be made, the Adminis-

tration should ask for a regular

appropriations for the purposs,’
and not try to bypass the For-
eign Relations Committee on
polley 8Ad
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He said further)
that the use of the bank and]




